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COMMENTS AND IDEA EXCHANGE
JANE STRENCIWILK, CPA

TIME SAVING HINT FOR
FOOTING JOURNALS
A very simple idea but one which will save
time and simplify the balancing of a journal
is the following:

ONE-CHECK-PAYROLL PLAN
The paycheck could soon become as out of
date as the old method of paying your em
ployees with cash. Banks all over the country
hope to add to their number of customers
by taking over the payroll processing of many
business firms.
Under the one-check-payroll plan, the em
ployer lets the bank know what each em
ployee’s net pay will be, and deposits one
check for the total pay of all employees. The
bank then sets up a separate checking ac
count for each employee and credits the
proper amount to his account. This saves the
employer the time and cost of writing many
individual checks.
This plan benefits the employee as well as
the firm. It eliminates the nuisance of having
to stand in line at a teller’s window to cash
a payroll check or rush to the bank before
closing time to make a deposit. It is also
beneficial to the employee who would never
otherwise take the time to open an account.
The employee is given checks and may
draw the funds out of his account, transfer
the funds to another bank, or use the funds as
a checking account.
Many banks will handle internal transfers
from a checking account to make loan pay
ments, add to a savings account, etc., with
out any action on the part of a depositor ex
cept his approval of these transfers when the
plan is put into effect.
The one-check-payroll plan is handled by
the bank at no cost to the employer. This
can be done with the anticipation that the
new accounts the bank will be able to open
will absorb any additional cost.
Many banks that have gone to automa
tion handle what is called the “no-check
payroll plan.” The bank processes your com
plete payroll, sends out earnings statements
to each employee, handles W-2 forms, makes
all quarterly reports, etc., from information
furnished to it by the employer. The service
is handled for a nominal fee, varying accord
ing to the installation that suits the employer.
Why not check with your bank now, on
the one-check or no-check-payroll plan? It
may prove as beneficial to you as it has to
many other employers.
Gail Gentry
Birmingham ASWA Chapter No. 47

Stagger your totals for each column as you
foot your journals. Put all the debits on
one line and all the credits on the next
line. When you get ready to balance across,
this will save your having to look at the
top of each column as you take your tape
to see if the item is a debit or credit. You
can add your debits across on one line and
then your credits straight across on the next
line. This would be especially helpful for
those who have machines that do not give
credit balance totals. When your machine
will not give a credit balance total, you
have to take a separate tape of the debits
and then the credits as your credits could
be higher than your debits if your journal
is not in balance. Therefore, the method
of staggering debits and credits would be
helpful to you.
Also if you do not have a machine and
are compelled to add the journal in your
head, or if you are one of the accomplished
few who can add faster in your head than
on a machine, this method would facilitate
adding across for you.
Bernice Saddler
Birmingham ASWA Chapter No. 47

FRANCHISE DEDUCTIBLE AND
SELF-INSURANCE AS A
MEANS OF COST REDUCTION

Whenever the budget director reviews the
Company’s budget for the next year, he usu
ally considers the fire and extended cover
age insurance on both buildings and con
tents, as well as business interruption, as a
fixed expense (that is, one that will not vary
with the production of the plant) and usually
he believes that it cannot be decreased with
out reducing the Company’s protection ma
terially.
If the Company is willing to carry its own
insurance on the first few thousand dollars
of loss (commonly referred to as franchise
deductible in insurance circles), the Com
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pany can get a reduction in its annual in
surance premium on this type of coverage
of approximately 16% of the total insurance
premiums paid. An example of the policy en
dorsement for the $1,000.00 franchise clause
could state “When the amount of loss under
this policy and all contributing insurance
arising out of one occurrence is less than
$25,000.00, this Company shall be liable under
this policy only for its proportion of 104%
of that part of such loss which is more than
$1,000.00 and less than $25,000.00. Such pro
portion shall be determined in the same man
ner as this Company’s proportion of the whole
loss would have been determined had this
provision not been part of this policy, but dis
regarding all deductible provisions, if any,
of this policy.” The savings in insurance ex
pense resulting from the reduced insurance
premiums will usually more than pay for any
losses which might result under the policy
over a given number of years.
The risk involved in getting this type of
insurance coverage is rather small for most
businesses as they usually can raise the addi
tional capital to pay the damages for a small
loss; but in the event of a total destruction or
catastrophe, they would be out of business if
no insurance were carried.
This type of insurance coverage allows the
Company to reduce its insurance cost and at
the same time protects it against any major
catastrophe.
If a Company has inventory in many dif
ferent locations which is kept on leased prem
ises (such as a chain of men’s clothing stores),
consideration should be given by manage
ment on the decision of being a full self-in
suror of fire and extended coverage and use
and occupancy losses.
In these cases, the Company can usually
find a temporary location to open its busi
ness immediately, and merchandise from other
locations can be shipped to the temporary lo
cation immediately so that the Company’s
profit from loss of sales will be kept to a
minimum. If you assume that the Company
has merchandise in twenty-five different lo
cations and that each location’s inventory is
about the same, and that the inventory never
exceeds $50,000.00 at one location, it can be
seen that a complete fire loss at one location
will not put the Company out of business as
the total merchandise loss after allowing for
the tax savings of about 50% will be about
$25,000.00.
Whenever a Company becomes a selfinsuror, it is always advisable to set up a
reserve for self-insurance in the balance sheet,
and charge operations with the estimated
amount of losses, based on past experience
and current projections. Some companies use

the estimated insurance premiums which
would be paid to set up this reserve, and
charge all losses to the reserve when they
occur.
Roberta M. Rhoads
Birmingham ASWA Chapter No. 47
Trends—Income Statement
(continued from page 4)

are to be used in determining the figure re
ported as net income. The only possible excep
tion to this presumption relates to items which
in the aggregate are material in relation to the
company’s net income and are clearly not
identifiable with or do not result from the usual
or typical business operations of the period.”
Generally, these items represent material
charges or credits (other than ordinary, recur
ring adjustments) related to prior years’ opera
tions or represent material charges or credits
that do not result from the usual operations of
the business. These items may also represent
material losses or catastrophies not usually in
sured against and write-offs of material
amounts of intangibles or unamortized bond
discount or premium.
As pointed out in Chapter 8 of Bulletin 43,
two methods may be used for the presentation
of extraordinary items: they may be presented
(1) as direct charges or credits to retained
earnings or (2) as separate items on the income
statement after the amount designated as net
income. Although the first method is preferred,
the second method is acceptable provided care
is given to identify the final figure, for example,
“net income and special item.”
Of the companies included in the American
Institute of CPAs’ survey, one-third disclosed
extraordinary items, the majority representing
gain or loss on disposal or sale of fixed assets.
Other extraordinary items resulted from var
ious gains or losses and from changes in the
valuation bases of inventories, investments, and
fixed assets. Most extraordinary items were
presented in the income statement, only one
fourth being set out after the net income for
the year.
Chapter 8 of Bulletin 43 indicates the neces
sity for clearly designating the figure of net
income when extraordinary items are presented
in a separate last section of the income state
ment. Companies indicated exclusion of the
extraordinary item from net income by such
designation as:

Net Income for the Year
Special Item
Net Income and Special Item.
(concluded on page 14)
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